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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF THE ALLIANCE OF NONPROFIT MAILERS 

ANMIUSPS-28. Assume that several mailings bearing Nonprofit Standard Mail 
(A) (or nonprofit third-class) indicia later gave rise to payment of back postage on 
grounds that each affected mailing was ineligible for nonprofit rates. 

a. When a check is received for payment of the back postage, would the 
payment be credited to a Standard Mail (A) (commercial) revenue account, or to 
a Nonprofit Standard Mail (A) revenue account? Please identify the account to 
which the payment would be credited, and explain why the Postal Service 
accounts for such payments in this way. 

b. Assume that the checks for payment of back postage were all received 
within the same time frame, but in different cities. Would the payment always be 
credited in the same manner as described in response to preceding part (a), or is 
it possible that in one city it would be credited one way, but in another city it 
would be credited differently? Please explain. 

C. If your response to preceding part (b) is that such payments are 
systematically credited in the same way, please: 

i. identify the accounting regulation, rule, standard, guideline, instruction, 
or procedure that specifies the account to which the receipt of payment 
of back postage (under the circumstances specified here) should be 
credited, and 

ii. produce a copy of the accounting regulation, rule, standard, guideline, 
instruction, or procedure. 

d. When the payment is credited to a revenue account in the manner 
described in response to preceding part (a), is a new or revised form 3602 filled 
out? If not, what record(s) is (are) filled out in conjunction with receipt of 
payment? Please identify the regulation, rule, standard, guideline, instruction, or 
procedure that specifies when a new or revised form 3602 is to be filled out, and 
produce a copy of the regulation, rule, standard, guideline, instruction, or 
procedure. 

e. Assume that the check for payment of back postage is received and 
credited to a revenue account (as described in your response to part (a)) in an 
ofice that is part of the PERMIT system. Please describe how the PERMIT 
system would pick up and reflect these additional revenues in the RPW system. 
For example, would the PERMIT system pick up revenues without any 
corresponding mail volumes? If not, how is the situation handled? Please 
identify the regulation, rule, standard, guideline, instruction, or procedure that 
specifies how the PERMIT system would pick up and reflect these additional 
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revenues, and produce a copy of the regulation. rule, standard, guideline, 
instruction, or procedure. 

f. If a revised form 3602 is filled out, does it have the effect of removing the 
volume for which the payment of back postage is made from the nonprofit 
category and transferring it to the commercial rate category? 

9. Assume that a nonprofit organization has made a payment for back 
postage within the same year when the mail was entered and the “case” has 
been closed. How are the revenues and volumes for the affected mail finally 
recorded in the revenue accounts and the RPW system? Please identify the 
regulation, rule, standard, guideline, instruction, or procedure that specifies how 
the revenues and volumes for mail affected in this manner should be recorded 
and produce a copy of the regulation, rule, standard, guideline, instruction, or 
procedure. 

RESPONSES: 

a. No. According to official USPS accounting procedures, when the revenue 

deficiency is identified, revenue is recorded in revenue account 41511, revenue 

postage other (AIC 119, “Revenue Deficiency Found”), with an offset to an 

accounts receivable, general ledger account 13412 (AIC 814, “Suspense”). The 

recording of the account receivable in AIC 814 is made at the same time the 

revenue deficiency is booked into AIC 119. Entries are made in AIC 119 and 

814 simultaneously, as part of the double entry accounting system used by the 

USPS. 

When a check is received for postage due to revenue deficiencies, it is debited 

to general ledger account 11211, AIC 802 (cash received). A corresponding 

credit is made to the accounts receivable account 13412, AIC 814 (suspense 

account). 

Revenues in general ledger account 41511 are used in developing revenue and 

volume estimates in RPW through the revenue control. This revenue account is 

not class specific, and so revenues in account 41511 would not be credited to 



RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF THE ALLIANCE OF NONPROFIT MAILERS 

either nonprofit or regular Standard (A) categories. Account 41511 goes into the 

overall revenue control, and so minimally affects all revenue-controlled rate 

categories. The overall level of revenue in AIC 119 is so small (only $12.8 million 

in FY96). it impacts revenues for revenue-controlled rate categories only 0.04 

percent. The revenues and volumes from the original nonprofit entry will remain 

as nonprofit. 

b. Yes. 

C. Attached is the Management Instruction titled “Collecting Revenue 

Deficiencies.” Also attached are the pages of the F-l Handbook (“Post Office 

Accounting Procedures”) concerning suspense accounts. 

d. In the case that the postage due is recorded in AIC 119 (as described in 

(a.), a revised Form 3602 is not needed, although one may be tilled out as a 

worksheet to calculate the postage due. A Form 3544 (Cash Receipt) will be 

filled out and provided to the mailer. 

e. Any nonprofit-related revenue deficiencies recorded in AIC 119 (general 

ledger account 41511) and payments subsequently debited to AIC 802 (general 

ledger account 11211) will not be entered into the PERMIT system in a revenue 

account, since that would result in double recording of revenue. The PERMIT 

system revenues and volumes will remain as originally entered: there will be no 

shifting of volumes between nonprofit and regular rate categories. The 

adjustments made through AIC 119 are reflected in overall RPW revenue control 
-_ 

for stamped and metered marl. The overall level of revenue in AIC 119 in FY96 

was only $12.8 million, but AIC 119 includes all revenue deficiencies, not just 

those associated with nonprofit inelrgrbrlrty. We cannot isolate revenue 

deficiency transactions due to ineligibility for nonprofit Standard (A) rates within 

the time available. At most, payments for postage due on ineligible nonprofit 
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transactions impact stamped and metered mail revenues by 0.04 percent 

(conservatively assuming all revenues in AIC 119 are due to nonprofit-related 

deficiencies). 

f. No. When revenue deficiencies are recorded in AIC 119 (as in (a.)), a 

revised Form 3602 would not be filled out, except as a worksheet to calculate the 

postage due that is charged to the revenue deficiency account (as discussed in 

(d.)). No volume changes would be recorded in PERMIT as a result. 

Revised Form 3602s are occasionally entered into the PERMIT system. These 

are entered to correct errors in the original entries, and are rarely used for 

revenue deficiencies. Official USPS accounting procedures require treatment of 

revenue deficiencies as described in (a). In infrequent cases where an error is 

caught in the original Form 3602 (locally, and shortly after mailing) or when a 

regular rate mailing is sent pending approval for nonprofit status, a revised Form 

3602 is filled out and the data subsequently entered into the PERMIT system. 

As a result, permit imprint volumes would be moved from nonprofit to regular rate 

(or from regular rate to nonprofit, in the case where the mailer later is approved 

for nonprofit status). 

Using FY96 PERMIT system transaction-level data, an estimated 6.1 million 

pieces were moved from nonprofit to regular rate. This represents only 0.05 

percent of all nonprofit volumes. The transaction-level data for FY96 also show 

that an estimated 12.9 million pieces were moved from regular rate to nonprofit, 

which represents 0.02 percent of all regular rate volume. 

9. See (e.) above. 
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To carablish procedures for the uniform and 
expeditious handling of revenue deficiencies. 

II! Procedures 

A. Documenting the Deficiency 
The postal inspector or other postal employee 
who discovers a rcvcnue deficlcncy must doc- 
umem the amount and the clrcumtunces In- 
volved in a memorandum ro the postmaser. 
The amounl of the defickncy cited In the 
letter will be posted Immediately to AK 119, 
Revenue Deficiency Found. This AIC is a 
rcceipf cnrry only and cannot be used on the 
disbursement side of rhe accountbook. The 
general ledger account number is 41511. 

Lt. Colkc~lon by Postmaster 

I. Postmasters must take immediate ac- 
tion 10 collect amounts due. The postmas- 
ter must send a lever IO the customer 
lndlcating the amoum and basis of the de- 
ficiency land requirhxg payment 30 days 
from tha customer’s receipt of rhe letter. 
The Ic;ter must instruct rhe customer that 
a ararcment of intention 10 psy or a formal 
appeal contestIng the deficiency must be 
made within 15 days of receipt of the kt- 
ur. 

2. The’ lerter musr also advire the cus- 
tomer that, in the event an appeal is not 
flied within 15 days, the letter will con- 
sriturc the final Postal Service d&ion on 
the existence and l moqnr of the defiCienCy- 
The krar must be delivered to the CuS- 
tamer via certified mail. return recelpr re- 
quesred. If such delivery :tinnor be made 
within 30 days (if, for example. the CUS- 
mner refuses to sign for certified mail). a 
duplicate Ict~er must be delivered as First- 
Class Mail. The postmaster must make a 

witfen record of the date of delivery and 
the previous artempu to deltvcr it. 

3. If no appeal Is tiled and the deficiency 
is not collected within 4S dap of delivery 
of the letrer. the postmaster must refer the 
case to the Fkld Division Controller, 
Copies of all letters to the customer must 
be sent to she General Manager, Raus.and 
ClaMicarlon Center (RCC). A second 
copy is sent to the Inspection Service if the 
revenue deficiency was dIscovered by a 
postal inspector. 

4. If the revenue. deficiency is paid or 
panial payments (see E) ‘are received after 
the Field Division Controller has been no- 
tified that a revenue deficiency exkrr, rhe 
postmaster must promptly advise the Con- 
troller. 

C. Appanl Process 

I. in appeal of a deficiency notice mw 
be in writing and addressed IO the posr- 
muter, Postmasters musr fot=ard all ap- 

eals immediately to rho General Manager. 
La us and Cluriflcation Center (RCC). 
who will make the final Postal Service de- 
cision concerning the amount of the defi- 
ciency and advise the customer and the 
postmaster of the decision in writing. This 
notification should occur within 30 days 
after rhe receipt of any additional inform& 
rion or assistance requested by the General 
Manager. The postmaster will not initiate 
collection acuon before the RCC decision 
on the appeal. 

2. Based upon the Facts and regulations 
,. involved, the General Manager’s decision 

will specify wvhcther a deficiency should be 
assesed and, if so. its amoum. A complete 
stawnent suppdning rhc decision must be 
Included. 
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D. Customer Responsibility to Respond 

Cusromen must fully respond to all Postal 
Service correspondence concerrdn~ re~oue 
defxiency matters vithin 15 days. Failure to 
resPond 4rhtn that rime till be assumed as 
customer agreement chat the assessed defi- 
ciency is correct and that rhc amount Is due. 

E. Payment of Deflcienck8 

I. The full amount due should be paid in 
a lump sum. When warranted. the defi- 
ciency may be settled through equal 
monthly Payments for up to 3 years with 
interest computed each month DO the un- 
pald balance. The lnceren rates to be ap- 
plied (at set by the Secretary of the 
Treasury) till be published in rhe Postal 
ffuffctin before each ntw calendar year. 

2. &I agreement to pay a deficiency by 
insrslIments must Abe In writing and should 
include a provision far the acceleration of 
the balance due upon default In the pay- 
ment of any installmenr. (Advice should be 
sought from the Field Division Conrrollcr 
before entering Into such agreements.) 

F. UncoIIccted DcfIciencfes 

I. Postmasrers must forward uncollecred 
dcflcicncy casts to the Field Division Con. 
rro~ler as soon es the customer’s response 
period has ended. or when the cusromer 
refuses to pay the amount due. 

2. The Field Division Controller. with 
advice from rhc Regional Counsel. if neca- 
sary. will promptly attempt to collect ouI- 
rx&ing amounts. If such effolu are 
u~uccesful, rhe Field Division Conrroller 
WI refer rhe matter 10 the Regional Coun- 
sel for legal action. 

3. If customers, in discussions tilh Field 
Division Conrrollen. offer to pay a partial 
amount in lieu of rhc full amount (or seek 
total relief). the Conrroller has aurhoriry IO 
deny the request. If Ihe Controller believes 
rher a partial paymenr should be accepted. 
rhe Can~roller musl document thir recom- 

mendarion to the Regional DIrector. Fi- 
nance. The Regional Director will decide 
whether to accepr a settlement offer or to 
accept a request for toxal relief. 

a. The customer must provide derailed fi- 
nancial records sufficient for the Re- 
gional Director, Finance, 10 make such 
derermlnarion If the basis for the fe- 
quesred relief is financial hardship. 
.PostaI employees will not initiate an of- 
fer to settle disputed deficiency csses for 
less than the full amount. 

b. In maklng a de&Ion. the Regional Di- 
rccror. Finance. may consider whether 
the underpayment (I) was made because 
of incorrect Instructions given in writing 
by a postmaster or mail classification 
manager or (2) existed before a previous 
Postal Service review or audit of related 
mailer records. but was nor identified a: 
rhar time. 

c. If rhc Regional Direcror, Finance, de- 
tides to accept a rettlemenr offer, the 
Field Division Conrroller will establish a 
payment schedule and interesr charges 
for the deficiency and will advise the 
customer. the posrmasur, and the Gen- 
eral Manager. RCC. of the amount due. 
The Field Division Conrroller will also 
advise these officials if the Regional Di- 
rector. Finance, grsnrs rotal relief for B 
postage deficiency. 

4. In handling deficiency b, Finance 
personnel are nor to revlse rhe esrablished 
amount of the deficiency which was deter- 
mined in the final Postal Service decision. 

ts. For uncollected deficiencies. rhe Re- 
gional Director. Finance. will either (al 
hold the postmaster responsible for the de- 
ficiency in whole or in part or (b) relieve 
the postmasTer of accovntabiliry for the 
deficiency. 
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52 Post Office Accounting Procedures 

52 Suspense Items 
Suspense items are defined as 8tamp credits, mohey at&s. banklng 
shortages. travel and salary edvanc% external and imemal audn 
dbcmpandes, revenue deficiendes. Form 1412 dlfferenoes, and 
mi!XdlaneOus cash ftems. Unila muat report the totafs In AIC 614 at the 
aca~untbook level. Records for suspense are maintakmd at the accountbook 
vnlt. 

This sectlon desu&s how to report the different types of eu8pensq when to 
use suapenss for adjustment purposes, and what forms to use when 
reporting adlvity and r7uMdhg control. 

521 Mainblning Su?pen& at the Form 141,2 Level 

~~1.1 Non IRT Offices 
19 UseAC814fofeportauspenseentfi8s Inthedsbursementsldeofthe 

daily Form 1412 and the aocounlbaok. 

29 To dear suspense, report AIC 814 In the receJpt side of the dally Fom~ 
1412. but make a reduotion only to AIC 814 in the analysis 8ection of 
the accountbook. 

5212 IRT Off Ices 
1, Us8 AlCs 754-770. except for AIC 762. to report suspense items on 

.th8 Form 1412. AIC 814 Is a ru&up of all sub-AVGs for the accountbook 
entry. 

2r Use AiCs 3M70 to dear 8u8pense items of Form 1412. 

IQ6 

ExampIe: Enter a salary edvence fir $100.00 a8 AIC 754 on the Form 1412 
or th8 HT. When you collect the salary advance, deaf the suspense item by 
using AIC 354 on the Form 1412. 

522 Controlling Suspense at the Accountbook Level 
>r Use AIC 814. the control!fxj ac&nt for suspense In the accountbook 

and statement of acmunt (SOA) to report suspense balance. 

AlCs 754-770 increase AIC 814 at the 8ccout-1~ IeveJ. AlCs 354-370 
c!ecwse AIC 814 at the ecwuntbook level. 

523 Co~ritrolling Suspense Items Internally 

~3.1 For Non-SFAP Units’. 
l> Maintain a master suspense on Form 25. 

2~ Record Increases and decreases on the form to calculate the ending 

baianca. 

3> Compare and verify the balance lo AIC 814 in the accxtntbook daily, 

Hadboor; F-1 
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Trust. Suspense, and Audit Differences 525 

lly accountbootc urtlt uses Form 1556, Suspense Items Suppa? InfOrmation 
(e@blt 52S.l), to fdentHy each suspense Item In suffldent detail to provide an 
audit ball for mpodfng purposes. The total of afl fndfvkkat Porrns 25 by type 
must equal the Porm 1556 master reoord and AIC 814. 

523.2 For SFAP Units 
The dktrfd accounting office (DAO) matntains the individual records for each 
suspense entry for offices reporUrtgunrfer SFAP procedures. 

>* Use the trust and suspense system (TASS) worksheet to make entries 
or to dear suspense ttams at the focal Form 1412 level. Suffldent 
fnformatfon must be noted to ldentffy the lndivfduaf or the exact reason 
for the suspense entry. 

624 Malntalnlng Form 1556 

624.1 For No&SFAP Untts 
l> Maintain a Form 1556 to fist eaoh’individual suspense ttem outstandlng 

on the last buslnsss day of a postal quarter (Pa). 

2r In chronological order, fill In the ortglnal date enteraci to suspense, a 
brief description, a&on taken to dear, and amount 

92 Submtt the orlglnal as support for the entry to AIC Si 4 on the statement 
of account at the end of the W to the DAO. Retain the dupkate as 
support for the off-rice copy of the SOA. 

6242 ‘For SFAP Units 
The DA0 maintains the Form 1556 for all SFAP untts. Within the SFAS. all 
suspense items are kientified by untt number, AIC, descrfptfon. and amount In 
the TASS module. 

The SFAS generates a Form 1556 wtth all Information required In date order 
by AfC. 

525 clearing suspense Item& 

>> Use the guidelines betow for deartng ?LE.P%X Hems whenever 
possible. 

Note: Suspense items cannot be doared expeditiously in every ce% 
However, you must not ignore any Rem. 

1Ci 
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llmoLldtarOther 
In~twtlondRequlrement 

Muat be colleded no later than 
rewlpt qf dqc-!c cont&h~ the 
adluitmant 

Must be cdle+sd no later than 
receipt of the reimbursement 

Stamo credit 

_.~.__ 

Called uoon resolution. 
Barildno~~ 

Must be deared when the unit 
colkcts from the~responsibk 
employee, dears the amount due 
for a nonsufMant funds (NSF) 
check, se@ the NSF chedc to 
CSC for coll,-&on, or pmvtdes 
aqportthattheitamls 
uncollectlbk Walm for toss). 

Au& differences 1 Extamal The ASC ksues statement of 

f 

Internal 

differences for these 
dlaaepacdes. They should not be 
carried In suspense beyond 30 
days unless ths DA0 cjirects it. 

These dlscrepandea (not to ti 
confused v&h revenue 
defiaencles) are those dlsmvered 
at the post ofcce, usually by an 
inspector. They are limited to 30 
days unless otherwise directed by 

Revenue 
I 
I Revenue 

Ihi DAO: 

Management Instructfon DM-MC- 

Form 1412 
dltlerences 

defkjendes 89-2, Revenue Detldency, 
governs the length of time you 
may carry defiiencies. 

Item reported on Clear by entry to a SubseqUent 
Form 1608 FM 1412 by the rwponslble 

emolovee. 

Miscellaneous suspense items Should be held for nc longer than 
classified as such 30 days before requestfng 

assistance lrom the distilct 

~6 A‘pplylng Tolerances 

626.1 Banking 

Shortages 

2, Dktrict accounting offices may dear banking shortages of $5 tih an 
offset to Ald 406, Unldenfilied Ditlerexe StxM when responsibi@ for 
the shortage cannot be detennlned. 
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a> DisW amounting otfkes may dear banking overages of 25 or less 
and ofW lo AC 308. Unidantlfkd Digerenoe Over. when responslb~ri 
for the overage oannol ba detarrlrlned. 

626.2 Mlscedlaneous 
>> Dlstrld aaxunting offices may clear Form 1412 shortages of $5 and 

less with an offset to AIC 406. Unldentlfied Difference Short, when 
responslbicty fortha shortage oannol be determined. 

527 Monltorlng Suspense 

627.1 District hounthg Office 
The dislrid acwmting oftioa is responsible for monitwing all Forms 1556 
hnm all statement of account dffmaa w&M tha &riot 

1s ComparethetotalonForm1666wlVlthetotalinAIC814onthe 
statement ot account. 

2> Revlaw the Forms 1556 andresolve outstanding Items with the 
Individual ollii. 

3, Submit seml-annusl distrid summary suspense report to the area 
finance o&e. 

627.2 Area Finance OffiCe 
1, Con&date the dletrict summary suspense reports. 

2, Submit summary of suspense data to post office accounting. 
Headquarters. 

53 Statement of Difference 
The statement of account Is audited by the Minneapdls Aocwntlng Service 
Center (MNASC). When inlormarkx lrom the SOA Is matched against 
~(nformatlon cbt&wc! from internal ‘and& exlemai sources, differences may 
arise. The various internal and exlemal sources Include stamp stock 
shipments, bhking deblt or credtl cards, money order differences, and 
centdlzsd trust echily. If not already discovered by the posl office, 
resokitbn will be initiated by the MNASC. 

m Responslbilitles 

531.1 Mlnneapolls Accounting Service Center 

The MNASC is responslbls for avdfting the statemenrs of account and Issuiw 
statements of differences for discxepandes: 



715.5 Post OHice Accounting Procedures 

disks used for operation needs. such as Weightn-g. rate information, and 
customer information, to ensure that there Is no tlnanclal activtty. 

2, Rolls of blank PVI tab& must be controlled by the supe~aor. Keep 
unused labels in origlnal plastic bags and shipping carton until needed, 
for protection and to prevent undue exposure. 

715.5 Consolidating and Closing Out the Unit 
1, The unit dose-out person is responsible for verifying the receipt of PVI 

activity reports from individual clerks and the consolidated unit PVI 
activity mpott. 

2> Each day, consolidate all cterk disks that have been “booted up? on an 
IRT With a PVI. 

3> Review the unit Form 1412 PVI Activity Repor and make the 
necessary adjustments to AIC 109 on the unit Form 1412 I you 
discover an out&balance 0ondition. 

Mail Without Postage Affixed 
Mallers may be authorized to mall material without attixing postage. 
Procedures detailing acoeplance requlmments are In DMM Module P. 

721 Handling Payment 

721.1 Accepting Payments 
Customers pay at the time they mail or through an advance deposit account. 
Check6 accepted at bulk mail entry units (SMEUs) must have BMEV 
recorded on the front of the check. Postmasters will apply the usual criterta 
(or accepting business checks for new permit hotders and clients of permit 
holders. 

>> Examine checks before acceptance to be sure that the payee is either 
the US, Postal Service or the postmaster. See section 312.1. 

7212 Recording Payments 

Non-lRT 

Receipt ~.. 

FofTn 3544 

Dlsposltion 

Original Customer 

Duplicate Support to Form 1412 

Triplicate Unit maintaining accounts 

228 



Accounting for Nonstamp Revenue 

IRT 

722.2 

Receipt ( Dlsposltlon 

Form 3544 I Oriainal ICustomer 

Duplicate Unit maintaining ecxounts 

Unit list /SuowcltoForm1412 - 

721.3 Collecting on Nonsufficient Funds Checks 
The Postal S8rvice may contact the check writer of retum8d checks or may 
immediately submit nonsulfiolent funds (NSF) ch8cks to a collection agency 
after a second deposit attempt. NSF c&&s go 10 the Wk collection 
agency for collection without further coltection 8ffOt?S by tha Postal SewIce. 
Cottectfon efforts will be pursued only against the writer of th8 che&. whether 
th8 permif holder or di8nt Of lh8 p8fTdt holder. 

~~1.4 Additional Collection Alternatlves 
If the writer of the NSF check Is th8 permit holder, Ihe Postal Service. after 
notification, may reduce the penIt holder’s accounts by the amount 01 the 
NSF check and appRzabl8 surcharge If the permft holder does not pay’upon 
demand. If the amount in the permit holder’s account does not cover the 
whole amount of the NSF check, the remainder of the amount owed Is 
treated as a revenue deficlancy. The prvc6dures for handling revenue 
defiiendes are in Management Instru&on DM140442. Col/ecf/ng 
Revenue Def7c&na%s, June 16.1989. 

722 Handling Revenue 

722.1 Recording Revenue 
>> To control payments and mailings. use Forms 1412.3083. and 

Individual account forms related to the speclflc revenue category. 

Revenue Category 1 Form 1 Descrtptlons 

Permit imprint Form 3609 Record of permit imprint 

Perlodlcals Form 3543 Record of periodlcal postage 

Express Mail Form 26 Express &Tall corporate 
awounts 

Postage due/business Form 25 Additional postage requiedl 

reply: business reply mail 

Ottices using approved automated sys%-ns such as the permit system and 
express mail reporting system (EMRS) will not transier data to the Postal 
Servic23 forms listed above. 

7222 Reporting Revenue 

BMEU employees must prepare Form 3083, entering for each category ihe 
beginning balance. the tolal of all applicable Forms 3564 as dewAt% the 
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